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Clark, et al, Continued from page 10 
recommendations would indicate a 
high degree of confidence in the per­
formance of the internal audit staff.)
Finally, it should be noted that this 
research was focused upon the iden­
tification of criteria which might be 
used by CPAs for the evaluation of 
internal audit departments under the 
provision of SAS No. 9. The actual 
use of these criteria is dependent 
upon the ability to adequately 
measure them within particular cor­
porate environments. It is suggested 
that further research be undertaken 
which should attempt to develop 
methods of measurement for each of 
the criteria identified in this study.Ω
NOTES
1 .The Authors will furnish a list of these cri­
teria upon request.
2 .The Delphi Process is concerned with the 
utilization of experts’ opinions. It involves the 
design of a questionnarie on a particular 
topic of interest that is sent to these experts. 
After the questionnaire is returned, the results 
are summarized and a new questionnaire is 
designed. This questionnaire is returned to 
the expert panel along with the responses to 
the original questionnaire. This process is 
repeated until a consensus of the experts is 
reached.
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Planning and Control in Higher 
Education, Anthony J. Gambind; Na­
tional Association of Accountants, 
New York, NY, 1979, 115 pages.
Anthony Gambind addresses a 
timely topic in this book; the applica­
tion of management planning and 
control to the not-for-profit sector, 
specifically higher education. The 
author’s goal is to “investigate the 
current techniques used in the plan­
ning and control of colleges and 
universities and how they might be 
improved.” To achieve this goal, the 
author gathers data through a 
review of the literature, interviews 
with business officers at 16 colleges 
and universities, a mail survey of 164 
academic administrators, financial 
administrators, and state-level plan­
ners (66 responses). The author does 
an admirable job in coordinating the 
results from different data sources in 
addressing the topics presented. 
The study presents the results in 
descriptive form with references to 
related studies to supplement the 
research.
The book is divided into six chap­
ters. The introductory chapter de­
scribes the higher education en­
vironment and provides an overview 
of the research approach. The sec­
ond chapter analyses the question­
naire results providing numerous 
quotes from administrators and 
planners. Special attention is given 
to the types and uses of costing, 
budgeting approaches and output 
measures. This section highlights 
the basic problem of an acceptable 
output measure to evaluate higher 
education. For this reviewer, the con­
trasting views provided through the 
survey presented the most interest­
ing reading. Chapter three outlines 
the use of costing concepts (full 
costing, standard costing, and varia­
ble costing) and discusses the 
degree of implementation. Chapter 
four addresses the need for planning 
and budgeting with emphasis on 
Management Information Systems 
(MIS) and simulation models. 
Chapter five provides an introduc­
tion to Planning, Programming, 
Budgeting System (PPBS) and Zero­
Base Budgeting (ZBB). The author 
concludes that these budgeting con­
cepts are not fully understood or 
utilized. The concluding chapter on 
the accountability in higher educa­
tion identifies the problems encoun­
tered with subjective outcome 
measures and performance evalua­
tion. Emphasis is given to the 
change in the ranking of the major 
factors used in faculty evaluations.
The primary limitation of the 
material in the book is the inability of 
the reader to draw specific conclu­
sions about the data presented due 
to the lack of any statistical analysis 
and any generalizations from the 
benefit of inferential statistics. Even 
though this limitation is ap­
propriately noted by the author, in­
clusion would have upgraded the 
value of the survey. The reader is left 
to wonder whether the quotes and 
data presented are representative. 
Nonetheless, the data presented 
does provide interesting insight into 
the topic.
On balance, the author does ac­
complish the stated objective of ex­
amining the current and prospective 
application of management ac­
counting in higher education. The 
author delineates the inherent prob­
lems faced in planning and control 
in not-for-profit organizations. Gam­
bind appropriately identifies the in­
ability to directly measure output 
and the related difficulty of utilizing 
cost/benefit analysis as the major 
obstacles faced by colleges and 
universities in effectively employing 
managerial accounting.
This book should be of interest to 
business officers and administrators 
interested in a “state of the art” pres­
entation on managerial application 
in colleges and universities. The pri­
mary benefit to be derived from the 
book is an insight into the man­
agerial approaches in use, the ad­
vantages and disadvantages of 
each, implementation problems, and 
examples of successes and failures.
The research project is well 
organized, informative, provides in­
teresting reading, and is useful as a 
general introduction to the topic, is 
an in-depth expertise is not the intent 
of the book. The author continually 
points to the need for additional 
research in the area.








Johnson and Henry R. Jaenicke, 
Ronald Press, John Wiley & Sons, 
New York, 1980, $37.50.
Unraveling the infamous Water­
gate tragedy opened up new dimen­
sions in social responsibility and ac­
countability. The aftermath also 
revealed that questionable legal 
acts were pervasive throughout the 
entire business world and certainly 
not unique to the President of the 
United States. Stunned and over­
whelmed, the American public 
began to question, “Where are the 
controls that prevent or detect a 
Watergate climate?”
In the past, management’s 
reliance on the study and evaluation 
of internal control by the annual in­
dependent auditors lulled them into 
false complacency. Both the objec­
tive of internal control and the 
materiality level are different for the 
independent auditors and these 
differences would naturally lead to 
different conclusions when evaluat­
ing internal control. Also, manage­
ment emphasis has traditionally 
been on profit rather than account­
ability; however, the anxieties of the 
seventies era has resulted in in­
creased awareness of the need to 
control risks.
The Securities and Exchange 
Commission was the first to respond 
to the control concern by amending 
the Accounting Series Releases to 
include the Foreign Corrupt Prac­
tices Act. In essence, the Act re­
quires that management devise and 
maintain a system of internal ac­
counting control sufficient to provide 
reasonable assurance that access to 
assets and execution of transactions 
are in accordance with manage­
ment’s general and specific 
authorization.
Johnson and Jaenicke’s book is 
not only timely but tackles the issues 
and problems of control in addition 
to presenting a framework for 
evaluation of an internal control 
system. Their formal, objective ap­
proach provides the documentation 
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necessary to support the current 
trend that management should make 
some form of representation about 
its internal accounting control as 
part of the annual financial dis­
closure. Their approach also elimi­
nates the subjective appraisal of 
internal control systems.
The book is especially practicable 
for all managers responsible for 
maintaining and evaluating internal 
control systems. The authors’ “cycle 
approach” gives an excellent over­
view of internal control because this 
approach does not view business 
activity by department or function. 
Due to the relatively small number of 
control tasks, virtually all businesses 
regardless of size or industry can ap­
ply the concept, guidelines and pro­
cedures with only minor changes.
The authors believe that parts of 
the Act are too broad and should 
have been more explicit so that man­
agers have better guidelines when 
trying to implement an effective in­
ternal control system. For example, 
the Auditing Standards Provision of 
the Act (B) (i) refers to manage­
ment’s general and specific 
authorization without explaining the 
difference between the two kinds of 
authority. The text goes beyond the 
broad terms of the Act and defines 
what the differences probably 
should be in terms that would be 
easily understood by the average 
manager.
In addition to defining the broad 
terms of the Act, the reader is in­
troduced to very comprehensive in­
ternal control concepts. While the 
major portion of the book describes 
and illustrates internal accounting 
control, other independent control 
concepts are discussed such as con­
trol conditions, control environment 
and administrative controls. Without 
competent, honest people, 
systemization and documentation of 
transactions (control conditions) 
effective internal accounting control 
would be impossible. Without an 
adequate control environment— 
organization structure, checks and 
balances that separate incompatible 
activities, budgets, timely financial 
reports—basic control tasks could 
not be sufficiently monitored, super­
vised or enforced.
Once Johnson and Jaenicke’s 
comprehensive control program is 
implemented in an organization, 
there are three broad techniques for 
monitoring the system: ongoing 
supervision, internal auditors, exter­
nal auditors. Under the authors’ ac­
tion plan the internal audit function 
actually becomes the “super” con­
trol in reducing risks. A “user com­
mon file” enhances the interchange 
of information and cooperation be­
tween the internal and external audi­
tors and leads to economies in the 
cost of the total audit function. They 
suggest that the user common file 
contain “system flowcharts, internal 
control questionnaires, internal con­
trol maintenance policies and pro­
cedures, auditors’ reports on control 
weaknesses, and lists of exceptions 
found. Both internal and external 
auditors develop the file since both 
groups participate in systems 
reviews on a continuing basis.”
One part of the book focuses on 
interviewing company personnel in 
the performance of the system 
review and this section will be 
especially beneficial to all those in­
dividuals who undertake the formal 
assessment of internal control. The 
writers explain how the interviewer 
can plan and conduct the interview 
to provide positive motivation for 
reliable responses. Not to be over­
looked in the interview process are 
the psychological factors at work. 
“Most people being interviewed 
want to know the reason for the 
review, why they were selected, how 
the information obtained will be used 
and whether they will be informed 
about the outcome.” Thus if the ob­
jectives of the interview are to be 
achieved, the interviewer should be 
flexible enough to adjust and modify 
the interview in light of attendant 
responses. Understanding how and 
when to use the six basic types of 
questions (open-ended, direct, 
closed, yes-no, probes, restate­
ments) gives the interviewer suffi­
cient tools to handle the communica­
tion process.
If the book has a major flaw, it is 
the “hard sell” of the multinational 
accounting firm for whom Mr. 
Johnson is Vice Chairman and 
Technical Counsel. In some respects 
this technique leaves the reader 
wondering whether the authors are 
serious and objective about selling 
their ideas on internal control or sell­
ing the accounting firm.
Jewell Lewis Shane, CPA, Cincinnati
